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crlM asl a tt i tude toward USSR 

Speculation whether Soviet possession of the atom bomb would 
altar existing US political alignments oeema to have been resolved in 
the negative by recent roll call® in the GA. Coaerate tests of Ws 
reaction were recently provided by the bitter struggle between 'fugo- 
al&via and Czechoslovakia for the Eastern European SC seat and by "the 
hotly disputed issues of observance of human rights in the Satellites 
and continuation of the controversial OK Soreaa Coamitssion, In all 
three, the USSR suffered resounding defeats? in the femson righto ease, 
the majority vote was greater than last springe So far, the TJSSil iiaa 
found th® going rougher in this GA than in any previous session* neither 
acquisition cf the A-hoaab, nor Vishinsley 8 s now-found cordiality see-® to 
have made friends or influenced people at Late Success, 0 b the other 
head, when the GA considers the problem of th® A-bomb itself, it is 
certain that the fact alone that a second major power ha© acquired 
this weapon will exert new pressure for a solution. 


&t£&£JL 


USSR 


Tim Soviet device of utilising iatam itipnal conference© as 
sounding boards for propaganda has been turned against the ERSE ysry 
neatly by Yugoslavia, in a way proving the USSB a good teacher sM 
Yugoslavia m apt pupil. Yhs forum was the GA Legal Commit tec, which 
had before it th© proposed Declaration of the Rights and Duties* of 
States. Yugoslavia promptly offered 25 amendments , including worn© 
very pointed proposals on the dtity of a state to respect tha rights 
of other states, not to foment civil war In other nations, not to >s»- 
gagp in slander campaign® or economic tfarf&ra against fellow tE mesabora, 
etc. Poland tried to rescue the USSR from embarrassment by moving that 
the Declaration be referred to the aeater states*— as a mamenus? wMeh 
would have stall®© the Yugoslav mo felon indefinitely. *Eha Greek rerpre- 
■ icntative was unable to refrain from expressing th® hope that Yugoslavia 
would in the future observe th® lofty principles for which it was contend- 
ing and froai regretting that such sentiment a had not occurred to Yugo- 
slavia two year® ago. 


i'em peopl©-~ana almost certainly not the Yugoslav representatives— 
belie v® either that the proposed amendments improve the draft declaration, 
or that they have th© slightest Chance of being approved. But the .Ytigo- 
clave era as indifferent to those considerations as the D3SR has been on 
similar occasions in the past. They will have attained their sole ob- 
jective*—® worM-wid© audience for dsauaciaticaa of their former ally® 
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iotso is miw 


The Syrian newspaper AL-JS&8R reports that IB Chief of Staff 
tear Bradley is in reality m Arab bora ift Basaaacus tender th© o£ 
81JK&B BIS HAS AH AL-BAERAD, Jtellowi»£ out the plot of “MS Pinafore." 
(thus cocking eft additional unit at iaalficatloft) this est ©easel oontesi' 
porary relates that the Infant *UMAS 'was kidnapped by © gy psy wo mm 
(possibly named Ah BtJTTAMKOP) who sold Mm to saeaa Araerl mn tourists 
thea, t! siting the Middle Sftslfe. 


Prospects for Battling the Greek case during the current GA 
have disrasd with failure of the conciliation talks. The uncompromising 
Soviet position during the private discussions offers little hope for 
significant concessions ia public US debate, therefore* the only course 
open to the GA will be to continue US machinery ia Greece and again 
cell upon the parties to settle thsir dispute by peaceful., spaas e Actual 
progress during this session will be limited to facilitating a rapprotSiO” 
seat between the Greeks and Yugoslavs » 


.Although the 13-nation feconoaic Cojaslbsion for Asia and the 
Far Bast accepted Yletasaa end the Republic of Korr-s as ©saociate aosibsra 
and rejected the applications of Yietsaiafe and Cesaaaalat North Korea, 

Far lasfcern fear of the USSR, and apprehension as to the future role of 
Communist China wore evident la the commission vote* 1ft the case of 
?isteass aad Viet&lnh, the favorable votes were cant almost estoXesivaXy 
by Western or tfostsra-orientod Count rlss-*>=ths US, IS, France* Nsthsrlaads, 
Australia, Set? Zealand ©ad China. On the other hand, India favored the 
admission of both, while the Philippines, Thailand, and Btrnsa abstained 
and Pakistan absented itself. Only the Philippines a»& Thailand voted 
with the Wea t era-oriented states against admission of North Korea, 

The Egyptian, Syrian, and Lebanese organisations hold divergent 
views regarding collaboration with the Israeli national labor organisation 
listadruth, in. the projected Free Trad® Union interactional. The Egyptian 
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workers, although not opposed to cooperation on an international level* 
Slave refrained from public support of Histadrnth toe cads® of their 
governments opposition to Israel, The Syrian unions Btroagly oppose 
any collaboration, Tho Lebanese Unions , in contract, are prepared to 
work alongside the Israeli group if it disaffiliates frcet the WSfU and 
eliminates its CoffiKtinist elements. In any case, Histadruth is in a 
difficult position internationally. Hot wishing to offend the USSE 
because of obligations to it, for past aid and be cause of the Jewish 
refugees in Eastern Europe* it will probably try to maintain relation® 
both with V/STU and the Free 3?rude Union International# 
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SECBE5P 


Coatello Govarimnsnt fac es Mgflcult testa in new Dail cession 

Alfehox^i there Is a possibility of it® breaking tap on some 
controversial Issue, particularly social welfare* ??!&© Minister Cos- 
tello ? s "inter-party Oovernmant® will probably survive the crucial 

m ^ on 
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umam 

Barlieaieat&iy session eoxaaonoiag 26 October. A return ©f D© talars 
would not be ae significant for domestic affairs as for foreign affairs? 
where Ireland could then b© expected to b© more Isolationist end ueu- 
trality-mladefi., However, a® the five parties and the independent 
deputies supporting the Govemssat were brought together not by cmmm 
policies and objectives hut bar common opposition to Be Valera? it is 
1:« controversial domestic issues that the greatest dangers for the 
Government 11 ©» Eh® nest Ifeil session will probably he dominated by 
such issues? which are appropriate for the Opposition* a favorite tactic 
of attempting to exploit the divergences that have inevitably developed 
s&tMs the paradoxical coalition of Sight and Left, 

She moat dangerous issue from the Government * e point of vtm 
i« social welfare. Eh* Labor Party is demandings and has been proeieod, 
a codification aad expansion of social Welfare legislation, hut the 
oonasrvatlve Minister for Finance is resisting. Is a background of on 
expected rise in the cost of living and renewed demands for wag© in* 
creases, th© drive for an sxpanded social security program has ast 
©spooial urgency, A failure to develop &a acceptable program would split 
th© coalition,, and the Goveraasnt cannot mch longer postpone making it® 
proposal a, Eh® odds are that it will somehow manage to agree on a pro™ 
iPa acceptable to all of its present supporter©. 


EBKMABK 


Ehs minority Social Democratic Government averted an Immediate 
parliamentary crisis by attaining, after prolonged debate, a vet© of 
confidence. Efea solution is only tsmporasy, and gemaral el actions nay 
y©t bs held, for the Goverasoat * a continuance In off!©® rests solely 
on th© fact that the majority of the Moderate Liberal Party? th® strongest 
opposition party, abstained from voting. She combined votes of th® othsr 
opposition parties (Conservative, Juetlc®, and Cojsaraniat) were insufficient 
to unseat tho government. 

Although clearly unwilling at this moment to unseat the Govern- 
ment and thus provoke a general ©lection, th© Moderate liberals cannot 
afford to r@v®r ss their procoat position by giving fall support to the 
Government . Ehair position is delicate sine© for th© time being, at 
loast, they must eontlaae to attack th© Government but not so strongly 
aa to precipitate elections. Abstention from th® vote of confidence was 
a strategic retreat from a politically untenable position. 


«** 3 '■* 

Approved For Release 2000/09/07 : Cl^gg^7-00059A0004001 10020-3 



Approved For Relea^000/09/07 : CIA-RDP67-00059A0004Q0J1 0020-3 

SEGMS 


DEHMABK 

The Social Democratic Government,, although it could face an 
else tl on with reasonable confidence that it would b© returned to office* 
does 20 t at present wish, to beer the responsibility for precipitating 
an election knowing that it would then bo exposed to the opposition 5 s 
charges that it had refused to wait until debates oa specific legisla- 
tive proposals had demoaetrated whether a basic for continued cooperation 
ecdstad* 

To d&t&e only the position of the Goasmalsts in the Bigsdag 
appears to be clarified. Until early 19*\9 the GaaBsmisto supported the 
dcTorsasnt on ©oat domestic issues, and the Goveramsnh depended ©n 
Sossumigt rotes* as well as on those of the Sadioal Liberal Party,, to 
assure Its Bigadag aa^ority. Early in however-, tbs Ceaaualsts 

vo ted against a Gcveraaeut finance measure snA since that time there 
has bean some speculation as to their future course of action* Their 
vote against th® Government in this instance seems to indicate that is 
the future the Oojsffiaaiobe will aba tract rather than support the Social 
Democratic (ksvsrsaeni* 


/ 
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' ft %? 3,y jtf tfhg ,.. j ^£ ftEh People losing g-rr,ra^ 

General de Gaulle s a inability to capitalise on the recent 
GoTainaent crisis maksa cV-ar that Ms influence rtpm the political 
f ™ U ^ i0n ^declined In 1949 and is not likely to regain critical 
fj? 3 “ th0 Communists should again threaten economic pro- 
groae or political stability. His Bally of the French Peoole (BPFl 

Oet^ter^rSd ?h ak ?.° f , 3 1 trS ; Sth ia ths municipal electlLa of ^ 

or “• (Sene*.) el.ctloa. of 

af + *? X ? oa i emrtonal emotions of March 1949, however, 

Soken «°«h iSl8P rS'K BtrikftB ° f both 194? ^ ^48 had been 

a ° f i hC POP ^-^ r Vots dr °PP 0d to about 25& from 

* iBaaciataa of about 39$ in the municipal elections of 1947, This Oetoh**- 

SS ^i“SS Gt •£? «>•» * *«.iop £. *2 -2£5i££ 

^LTSSm”.’^ ' 5anU « cl “ llM! ** a wachod tt> oeatoet 

p mSs 6159 k * was waahle to increase its popular appeal* 

y ° w 8p0 5 ial cmnlai P al elections held in France on 16 October 
furttemore. MotfUod In lo.ooe for Comets aa „n as 

Sis'hrin fr^ i p*i° ad “«*“ S**»«d. T»0 of those election. 

onr^tL L ?? l aA ° ° f *“**» «* Soeesx, one at Stolen, and 

(itodera^) fj Radical Socialist, 

wumersteoj , and Independents gained from one to four councillors in ait 
four municipalities, while the SFF lost more seats ^ 


exubrfo H -dollar, 

France if Board ’ «®°a to be announced in 
2^1’ ; l ® ® f f OP ?. to take advantage of the promotional opportunities 

afforded by devaluation, and hence eventually to contribute to a reduo- 
f}?*** dollar trade deficit. Althou^ IhftraS 
deficit with the dollar area ae a whole increased on2y Xl# over 1946 
ia the first savan months of 1949 (from $39.9 to 49.5 Million), the 

ov^isl^if th t0 th8 US r“ th ?* greaS ® et dollar market— da cliaed 

over 15 $ in the sane period ($ 5,2 to 4,4 Billion). 

(OHPjrt ^nHers. head of the Association of Preach Employer® 

ICSF*;, who will bo President of the new Board, has outlined a olaa 

buLrfi°?° tiSS t0 fcbe dollar area. A small group of top BB 

btnrers representing important merchandising interests would meet with 
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MCE 

representatives of impropriate manufacturing interests la France , Th» 

US group would. be la a position to specify items which, ai^it be pur- 
ehassd in larg& lots, and the Frjuch would indicate present availabilities 
and pro'CBble prices „ The French could then get together under Yillisrs 9 
goiasase and arrange production specialization necessary for the desired 
volume a Yilliora hopes that those French prices which may he found too 
high can he reduced by large-scale production and increased efficiency 0 
Villicra 8 plan, however, is at beet a long-range one and will farther-” 
so re be hampered during the coming twelvs months by the prospective 
dseline of Vrench investment in cepital goods and the slowing up of 
production gains, partly as ©. result of th® substantial cut in I2CA aid. 


ESENGH IMS SPANISH NOBTH A¥D WIST AFEXCA 




A novel form of Communist operation in French overseas terri- 
tories is now in evidence » Presumably in order to hasten rapproche- 
meat between the intractable nationalists and the local Comimisfe 
Parties, seusral Comancist members of the Assembly of the French Uhl or, 
have just game into action in North md West Africa, They are props.- 
gating the thesis that, jointly, nationalists sand Commaista can 
better combat the approaching "menao©* 1 of US economic p@n©tx*&tion 
(which invariably leads to politick he gemony) of French overseas terri* 
to vies by means of the '‘'insidious** Point Four Progrcsu Benefiting by 
parliamentary imsnaaity and travelling at government expanses these 
envoys of subversion enjoy considerable prestige and freedom of move- 
meat. Their position will add weight to their disruptive views, 
effectively convincing certain nationalist elements, infusing sew 
life into the move listless memb-ra of local C canonist Parties, and 
distorting the motives of the Point Four Progra®, 


MLGI® 


The rathsr usothbl® Catholic-liberal coalition in Belgium 
probably will not fall in the near future despite differences over 
social and economic policies and the royal question, The reconvened 
parliament gave a vote of oaafstdenc® to the Governments financial 
policy® indicating that the Catholics probably will accept liberal 

- 13 - 

SSCBES 

Approved For Release 2000/09/07 : CIA-RDP67-00059A0004001 10020-3 



Approved For Rele£^e^000/09/07 : CIA-RDP67-00059A000^00,1 10020-3 


SECBET 

BELGIUM 

economic pleas in exchange for Liberal support of a '’popular consulta- 
tion" on King Leopold* The Catholic members of the Senate, supported 
by most of the Liberal Senators, passed a bill providing for a "popular 
consultation, " although a few LibeS'al members Joined with the Socialist 
and Coasnaaisst Members to dissent. Passage of the bill by the Chamber 
of ‘Deputies Is also likely, although opposition by Liberal, Socialist P 
and Coassraaist Party members will be stronger. Liberal support for 
Leopold 0 s return* after the results of the "popular consultation" are 
known, a ay not be forthcoming, however, unless he receives at least a 
Majority vote ia Slanders, ftalXoaia, sad Brussels . In any event, cen- 
tre usrsy over the royal question will provoke the most serious tost to 
data of the stability of the Government, ’’ill delay decisions on impor- 
tant economic problems, and. may solidify the position of the Socialists 
an a strong opposition force* 


ITALY 


Growing apposition will probably prevent unification in 
Italy of the non-Goamuaist labor forces this year, even if the unifi- 
cation congress scheduled for 8 Efoveaber is held. This congress is 
sponsored by the Christian Bsmoorat-spoasored fraa General Confederation 
of Workers (LCGIL) and. the heads of the moderate Socialist-Bepublicaa 
Italian Moderation of Labor (MIL), la recent weeks, increasing opposi- 
tion to early unification has been shown by the following groups ; 

(X) certain prominent moderate Socialist political and labor lenders 
and, presumably, their followers; (2) the majority of the leaders of 
the Republican Party; and (3) various leaders of the Independent miens 
outside the Communis t-clominat ed General Labor Confederation (C&1L) : 

The opposition of the first two groups is based, primarily on 
the recognition that a merger of the LOHL and the MIL at their 
present membership levels (LOGIL is approximately three times the 
of the MIL with its *KK>~500,QO© membera) would mean, a complete absorption 
of the smaller organisations* Tbs loaders of tho independent unions , 
whose total raen'tership is at least as large as that of ths MIL S distrust 
tho political affiliations of the head© of both these organization. The 
independents Insist that their autonomous unions should initiate and 
direct labor unification because they are not handicapped by political 
tie a, md are concerned soley with trade union problems* 
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ITALY 

Postponement of unification would assure fuller exploitation 
of membership potentialities by both the LCftlL sad the FIL. She latter® a 
appeal to aoa-Coaoremisfc elements who are now or were formerly in the 
C&I1 end to unorganised workers who find either Communist or Catholic 
domination unpalatable would than be increased. As a result, the tfXL 
might participate more effectively at a later data in the formation of 
an organization strong enough to break the Communist hold on the Italian 
labor movement. Besides, more time is required to secure the collabora- 
tion of the important independent unions in any new labor organization. 
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SOVIET Dill OS 


iJSSE open® negotiations b etween iocr-1 border eo!7m^dera^^ ^g^g£^g^.- 
IsQaTaB' 'SfftSiatory * cjg 

! 2h& Soviot-Iranian dispute cures* the return of fifteen Iranian 
aol&iers. ®r.pnre»tly be^ng hold as hoctages by the EFSSB* may & e sr ®“ 
solved by ix«®oMations reportedly uadcrvsy between th® Iranian and 
Soviet border commanders in the area where the Iranian© were aaissdo 
Following Iranian threat© to cl so all Soviot establishments Sn 
Iran, Including the Soviet hospital and VOKS (Scyi»t_ Cultural Ayacj) n 
if the Iranian soldiers wore not returned promptly „ ta© uSSa has 
placed its entire personnel complement along the border east of die 
Caspian sea, In a conference b&Swe©a the new Soviet border commander 
and the Iranian border commander the Soviet officer reportedly 
promised to consider the return of tho Iranian soldiers » The Irenisn 
government, which has accepted this latest Soviet move as an 
that the USSR intends to return the soldiers soon, has no* implements®, 

its threats « 

■Eh© USSR*© inauguration of negotiations between the local border 
commanders is probably prompted by a dartre to keep the dispute leeal- 
ia®d as well as to gain time in its efforts to effect the r ©turn of 
toto Soviet &af eaters® for whom ths Iranian soldi era ars baing held as 
hostages-, Moreover, since the Soviet agencies in Iras. «*• especially 
important r-e cantors of Soviet esploaag® and subversions the 
will probably avoid aggravating the currant dispute to th® point 
that the Iranian government will act to sloe® these establishments, 


2 O ctober get for first international p ost-war coroaual gt, peace... — __ 
dgmongtrstion •■■ 

H lnt®raatIonal Terse Say, e plu’usd for 2 Oetcbgr, is th® iirs* 
coordinated,, world-wide pea©® demonstration staged by the Communists 
sines ths ®nd of th© war, Possibly timed to coincide with the Vd 
General Aessably s.®ssloa s th® occasion will provide the Communist© 
with a fresh opportunity to point to th© USSR as th© sol® champion 
of psac®, fh© underlying purpose Of this Soviet peso® strategy is 
to strengthen national Communist parties by enlisting th© support ex 
as mmy non-Communists ss possible and to Indue® th© masses to with- 
hold support from their governments* 

Propaganda for panes is by no at an® a new communist tactic, A% 
th© Sixth World Congysos of th® CommuaH International ( 1928 ) it was 
resolved that all Communist Parties would engage In Apolitical, or- 
ganizational, agitational and propagandist!© work in preparation for 
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SOVIET UHIOH 


International Day for tho fight egainot iraporieliut war and dsfanso 
of the Soviet. 8 Sine® then* yearly mass damonstrafclona for peace 
were organized, beginning 1 August 1929 and continuing until the 
outbreak of World War II o 

While the anticipated propaganda themes have already been worn 
threadbare, the Communist® probably hope, by the resumption of their 
pre-war tactic of simultaneous mass demonstrations, to give the 
appearance of wider support ana more enthusiasts for the Soviet “peas® 
line than was exhibited at the recent peace congresses in Wroclaw* 

Paris, K©w York and Mexico City. 

TJSSB to get a lar ger share from Swedish production 

Under the 1946 1 billion kronor credit agrosment the Soviet 
Purchasing Commission in Sweden has recently placed orders with 
the Swedish shipyards for fishing boats and sailing freighters* 
valued at 4 q million kronor. 

In view of past Soviet reluctance to place order® because of 
high Swedish prides* it lo probable that the So vie to had advance 
Information of the sterling area devaluation plan* sine© the orders 
ware placed at the former Swedish prices. As theses contracts do 
no involve current exchange of goods, the Soviets have taken advantage 
of west am currency revision to obtain the contracts at yyp savings. 

Buying 1948 Swedish deliveries under the credit account wsr® 
about 4() million kronor. Earlier in 19^9 Swedish officials estimated 
that, by th© ©nd of 1951, th® Soviets would hav© received only about 
400 milieu kroner worth of Swedish ©sods. Up to now only 1?4 million 
kronor have beos utilized* end total Soviet commitments to date 
amount to 3&0 million kronor. 

'fh. 9 Swedish deliveries are Xik% to be much more extensive during 
the next two years, since some import ?ut Indus trice are now reconsidering 
certain Soviet contracts which had previously bean rejected. Whil® 
th® USSIi is utilising the temporary opportunity of lower ©xehang© value 
of the krona, Swedish industrialists apparently hav® increased th*ir 
interest 'in Soviet contracts in order to hedge against possible ©cm- 
traction of Western market®. 
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Sovzoa® of Gena say dumping belo*f^ark©t-pric*& goods on Went Germany 
narKeoa ; “* " — - . ' r ' ' 1 

Previous reli&bl* information indicated that th© Soviet Union 
said its Satellites were at tidying the possibilities of dumping agrlcul- 
t t?x al and surplus chemical products on markets of Western Europe. o 

One of the reasons advanced as possible Soviet motive for such a course 
of action vaas (, By underselling Western competitors the Soviet bloc 
can obtain dollars for the purchase of muciwaee&od machinery from the 
West*" 

According to recent informations th© Soviet zon© Is now dumping 
larg© (Quantities of household goods „ ohomicals* papers textiles and 
glass on W©-.t German markets at prices believed to b© below real pro- 
duction cost® in order to obtain West marks for industrial purchase® 
from We t Germany* 

Xt is not surprising that th® Krealin should resort to eueh 
action as a temporary expedient to secure the necessary Western cur- 
rencies for the purchases of Wogtarn industrial products which or© 
la short supply in th® East, and aporadio activity of this type should 
logically be expected in th® future* 

YUGOSLAVIA 

i 

Tito 8 e po ni t io n, would b e strengthened by Ssc urity Council seat 

At th© currant I® General Assembly session Yugoslavia has 
publicly asserted its independence of Moscow not only b© deserting 
th® Soviet bloc in voting on some Esst-W® t iasuee, but, even more 
signifies ntly, by seeking a seat on the UH Security Council* If 
successful, Yugoslav meraberehip oa the Security Council would strengthen 
Tt£s a s defiance of the USSR because it would: (l) afford Yugoslavia a 
abr&togle position for directing UN attention to dangerous Soviet pressure 
thus providing a®, additional deterrent ngainnt Soviet aggression; (2) 
increase th© internal and international prestige of th© Tito regia®, (3) 
provide Tito with a mor® impressive rostrum from which to assert the 
ideological superiority of Yugoslav Oommunisa to Stalinism, thus oa- 
sour aging the development of Tltolat tsMenciee in Communist parti©® 
throughout th® world and notably in the Ear Sasto 
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Soviet reaction to the election of Yugoslavia as a Security 
Council replacement for the Ukraine would he extremely antagonistic*, 
not only because of the loss of , a seat traditionally reserved for a 
Soviet-bloc member hut even more because of the granting of that seat 
to the lrsmlin s s arch-enemy® The US SB would utilize this issue as 
proof that Yugoslavia is now operating as a tool of th® Western Powers 
against the People 8 ® Democracies. 

Yugoslavia as a member of the Security Council would have soma 
difficulty in following an independent line in the Security Council® 
Paean** Si to is attempting to be the tine interpreter of Communis® 
and has to compete with feh® USSR in Support of Communist interests,, 
Yugoslavia Could be espaoted to vote often with th® USSR against the 
West® Particularly , Yugoslavia would not aide with th© "capitalist 13 
West on iseuee involving western colonialism in the Hoar and Far East® 

On many East-West issues., however „ Yugoslavia would probably abstain 
rather than, antagonise the Western Powers® But where Soviet, and 
Yugoslav interests clashed, as in Trieste or possibly Greece, Yugoslavia 
would undoubtedly vote against the USSR® In general, Yugoslavia "would 
probably adopt a policy of supporting the small nations against the 
"imperialism" of the great powers, both East and West. 

C2ECE0SMVAYIA 

Ozsch- Yugoslav trade continues 


Czechoslovakia 5 * trade plan® for August end September reportedly 
include an exchange of certain essential goods with Yugoslavia. la 
return for 20 R 000 tone of pyrites, 5 tons of mercury, 1,000 tons of 
hemp, and 350 tons of gyperaa, Czechoslovakia is to supply Yugoslavia, 
with 24 u 500 tons coke, 100 tons cable, and minor quantities of industrial 
equipment believed designed expressly to meet Yugoslav specifications. 

‘This proposed interchange is small in comparison with the former 
volume of trade and may be a temporary expediency for both parties , The 
cassation of Czech-lugoolav trade in June 19*49 has left Czechoslovakia 
critically short of pyrites and mercury and Yugoslavia with an in- 
adequate supply of coke. Therefore, despite the widening rift between 
Tito and th® Kremlin, neither the Czechs nor the Yugoslavs appears 
disposed to let their political differences completely preclude the 
meeting of immediate economic requirements. Moreover, it is possible 
that for political reasons as well neither side is yet willing to 
sever completely its relations with the other. 
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HOTQunr 

Biffleulfcies foreseen in Hung ry ? s$ ambitious Flv©~Y©sr~Plaa 

Ths cur r ©nt H ung arian Thre6”Y®Far»Plan. will b© completed, it is 
officially claimed, sewn months ahead of schedule, and will b© 
replaced by a broad Fi v*-Y*; r-Plan for 1950-195^® 

She Tbree-Year-Plan was essentially a reconstructive program 
and was to ley the foundation for industrial expansion. As such, 
th© plan has reached its goals. In general, production has attained 
pre-wax* levels. 

Objectives of the Five-Year-Plaa aim at a radical transformation 
of the national economy. It is planned that the value of industrial 
production will exceed that of agriculture. Of th© total 35 billion y 
foriata to be invested by the end of 195^8 17 billion will go for 
Industry and 6 billion for agriculture. 

fees Fivo-Yeor-Flaa aims predominantly at the development of heavy 
industry, with 20 new slants scheduled for th® iron and machine 
industry, % 1954, the iron cad machine industry la to account for 
3/4 psreant of all industrial production* as _ compared with 20 percent 
in 1939, and sloe trie energy pro auction, 1 for 9-, 5 o©rc®nt. These 
proportions are plensiblo if the industrial goals are attained. To 
realise this goal a total of 300,000 new industrial worker© would be 
recruit ad, most of whom would, initially, bp poorly qualified. 

Transportation facilities must, b® expanded along with industry. 

By the ®nd" of 195^, the communication rye tom is to exceed the 193S 
level by 65 percent. This goal apnerrs possible sine® such modern! nation 
has air®-- ay taken nlaea in the rail lines end in motor transport! 

However, difficulties are being experienced in th© production of 
locomotives, rail cars, and river vessels, but, with expected in- 
creases in supplies and skilled labor, these may b@ overcome, Tho 
greatest difficulties will probably t® experiancad in highway traffic 
expansion. 

In the agricultural sector, the Five-Yesr-Plan calls for an 
increase in livestock production, an increase ia the average yield 
of wheat by 20 percent, sugar beets by 30 percent and alfalfa by 
anrroximately 40 percent. The fulfillment of thss® goals is 
dap ©ad sat upon success of land reclamation and irrigation projects, 
use of agricultural machinery , fertilisers and high quality seed. 
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iiagBiiea in&xstxy Chows increasing sign® of deterioration 


Signs of industrial economic deterioration in Huasgesy have "bean 
increasing within the past few weeks* The Hungarian Press* during 
.Ingest and September has stepped up campaigns of criticism attacking 
the entire Industrial personnel* fro sa managers to tuaskillefi laborer®* 

■?h® instances cited have serious connotations when reviewed in con- 
15 ® ast with the seif-glorifying habits of the Comim-nist press. Criticisms 
have included instances of gross inefficiency* production of defective 
goods, lower unit production and absenteeism among workers. Instances 
pf such deficiencies have been cited as occurring in the model 
Hoffherr-Schrant s factory (which is officially producing tractor® mud 
ftsu been cited is unoonfixmed Intelligence reports as participating 
In war production) * ami in the 'Ians Waggon factory, another model 
Hungarian Communist enterprise. In local speeches Deputy I'rl&s 
tfiaister Balcosi has spoken discreetly cf such .failure®* 


The report of the Communist Party Conference for Greater Jfcdsracr.t 
t6o*i of Hungarian industry is concentrated in this area) also complains 
of the mary failures* In this report, productivity cf the jaaarafacturlng 
Industry for the period ffebrur- 2 y to »Tu5y 19^9 is admitted to have* fallen 
JJfjL In the Manfred Weiss iron factory, the percentage of waste bar? 
.risen from 10JS to 2*$j another factory was reported to have had 200 
absentees fa one day. Instances of lor labor morale war© highlighted 
by a report thrt sick relief had been given to workers who were actually 
suffering from self-inflicted wounds. 


la another reliable report the vicious tread, of deterioration is 
.described &m a acre specific case hlntc>sjr* la this ease, an expensive 
turbogenerator was de singed for product ior in the dares Electric fa-atosy 
by a non~Gomnmr±flt , old-regime, factory engineer. With the ascent of 
the Sojfiianniffit- engineer®, the original idea* were discarded and production 
completed by the latter. Xn the deeigm and construction of the unit 
^Socialist Principle®" were employed ir. ’•economising on materials 
manhours. 0 


Trials for the new unit vero began in April 19*$. Ac a result of 
the faulty design of the aoiMgr, the electric wiring was turned ©at and. 
the trial me a failure. The same process was repeated twice. The uvit 
now le locked away in a deserted shed at the electric factory. 


Mth the 


iihe building of such units* 1;ha power program will fail, 
allure of badly needed power oat-pat. industrial pr e&actioa 


,iX3 continue to decline, as 

■ ai gting r& s careen « 


well as suffer fro® wasteful use oi< 
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With th« execution of th® livestock prog? 1 a® thao® agricultural 
targets seem overly optomistlc, sine® agricultural go ala are in. 
a large measur© dependent on success of the industrial program. 

It lsn 8 t likely that the Hungarian economy can make tmeh strides 
in all sectors* The expansion planned for industry will mean s®t~. 
hacks in other arsas of production. USSR, assistance is im>*rafcivo. 
Otherwise Hungary 1 a Five-Yeax-Plan will remain, largely unfulfilled^ 

Widespread repercussions of Rajk trail 

' T * * '»> '*■ < «**> < 4 w» mmw i -i «nvw I* w.-e rrMHaa0mi0tmiH?tu * i to t m w a ww immtom i. jt im m ew w»ib»i. 

The Rojk trial, which recently ended with death sentences for 
the principal defendants . will have reo®r cues ions not only la Eastern 
Europe hut also among Communist and follow travailing groan* every- 
where. Testimony given by the accused during the trial has included 
deposition that Tito-sponsored anti-Stal nist plots exist in Chechoslovakia 
and Poland similar to the one in Hungary end that uncovered earlier in 
Albania. Extensive publicity has "been given thr ughout ’Eastern Europe 
to these accusations v&th emphasis ©a the warning that the Eastern 
European parties mist he “vigilant against infiltration of enemy agents . 8 
By calling Bajk and hie followers agents of Western, imperialism, the 
Cumin? ora! eta have tried to camouflage the split in the party; howeveor 
Prav&a frankly admitted that nationalist deviatlonism is the erla®. 

The Corainfons propaganda buildup may be the forerunnar of similar 
purges in Poland and Czechoslovakia, and noet certainly will result In 
a further tightening of party discipline and increased eerohae!* oa 
ideological education throughout the Satellites. With a purge long 
overdue in the heterogeneous Csech Party, the Rajk affair may instigate 
a widespread acroeaing of its 2 s 300 e 000 members, which would probably 
culminate in a shakeup on the top level. Jakob Benum. a mteabor of 
th© Polish Coiamunist Party polltboro. learned recently that although 
an attempt at deviatioshhad already boon frustrated by bringing 
Gomulka into line, the danger still had to be dealt with in the 
oversiaod Party, la Hung- ry e itself, the R&Jk affair has provoked 
another of the series of purges. b®g?m a year ago. aimed at reducing 
the party from over a million members to 250 . 000 . 

There will also h® longer-torm consequences of the B&jk affair 
on the effectiveness of Soviet propaganda and ideological appeal ia 
the general, picture of World Communis®. - A similar phenosseno&t the 
Moscow trials of 1936-1938. temporarily turned numbers of left-wing 
intellectuals against the Kremlin. After the furor had died down 4 
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however, many returned to the party line© especially after tho 
German attack on the USSR. The earn® sort of confusion and dia ^ 
illueionment 0 evoked Initially by th® If®ssli» ? s conduct toward 
1*1 to „ hut toon#* into sharp focus by the Hnjk trial * is sow evident 
in. Communist „ f el'low— traveller and leftist intellectual circles® 

The essential differences between the 1938 situation and that os 
today 9 however,, are (l) that there Is now la the, person of Tit© 
a leader of a Communist state who who is extremely adept in pointing 
out the contradictions between Soviet statements and Soviet behavior 
and (2) Soviet imperialism against ostensibly independent state© is 
involved in the current purges whereas the 1938 affair did not 
involve this issue o Yugoslav propaganda. now making capital os ^ ^ 
the Rggk trial* may be expected continually to revert to the trial 
m an orsmpl® of Soviet duplicity and aggression. The series of 
nationalist trials In Eastern Europe* of which the Sajk affair 
apparently forme a part* indicates the inability of the Oominformlsts 
to solve the underlying probl®a 3 


BULGARIA 

Kog tov 1 s t rial to hit Satellite econo mic natio nalis m 

featuring economic rather than political devistionism, the 
trial of Traicho Ko3tov 9 Bulgaria’ 5 9 former sssonoaic administrator 
and socond-r asking Communist. will form another in the series of 
trial© presently being staged in the satellites to demonstrate 
the futility of any satellite Communist following a nationalist policy. 

Even without falsification of the record tha Government will be 
able to present abundant evidence that the original charge mad<s 
against Rostov— that he had engaged in anti~8ovlet activity— is tram. 

At file time of the original seeueetlon in April 19^9* the only hint 
of Rostov 8 ® anti-Soviet attitude v< 3 a report that a speech h© had 
mads to the fifth Party Congress in December 19^8 had boon altered 
at the last a ‘ mite to stress the Indlspeas ability of the USSR to 
Bulgarian ®eonomic development* as well as the necessity of 
eventually nationalising agriculture® A hint of Rostov 6 ® leaning® 
was given by the revelation, that ho had invoked the State Secret® 

Law against Soviet economic representative*. More recently it hrm 
hm& credibly reported that Rostov aitajapted to use information 
gathered by a tr;.de mission in 19^7 am a basis for the thesis « advanced 
at the December 19^8 Party Congress, that Bulg- ria would profit more 
from trad® with the other satellites than with tha USSR. 




Approved For Release 2000/09/07 : CIA-RDP67-00059A0004001 10020-3 

SECRET 



Approved For Relea^2000/09/07 : CIA-RDP67-00059A0004<^ 10020-3 

SECRET 


BULGARIA 

laswaueh a* the revelation that Rostov sought to liberate 
Bulgaria 9 a ecoaoray rrorn the USSR would iss&e him a local h®ro # 
th© state will doubtless attest to prove ’that Ms real purpuco 
was to deliver Bulgaria* m Tito did Yugoslavia* to the imperialist 
Ucsto Available reporta indicate that Bulgarian Coalnforatet* 
have already bogus. preparing evidence to substantiate auch eharg®8o 
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BUM 

Increasing opposition from various quarters to union batwesn 
Syria and Iraq make© it unlikely that the schema will he adopted at 
this time® Within Syri» t the IKhwan al-Mnclirain (the Moslua Brothers)® 
the Arab Hecurreotioa Party, the Conamnleto, and the Association of 
’Olamae (religious leaders) look upon the proposed union as a threat 
to Syrian sovereignty. Certain Syrian Arsy officers, moreover, haw 
taken it upon thsz salves to inform th© interim geverasieat that it dees 
not hav© th© legal rl$bt to make commitments aw® Strong objection is 
also felt to making Syria & monarchy or to extending to Syria the 
AnglO'-Iraqi treaty of 1930, and there ©van appear* to ho a serious 
split within th© cabinet on th# subject® If th© plan does aot founder 
on th® opposition within Syria itself, it still sfwat contend with the 
formidable objections of ether Arab countries* Jordan,, Saudi Arabia, 
Egypt, and lebanon view the proposal as a threat to their respective 
ambitions or interests,, and all of these states will attempt t© under- 
®ine th® plan. It thus appear# that divisive tandsnoies within th® 
Arab world will again prove stronger than centripetal .forces and will 
necessitate postponement of this st#p toward unity-ovcs th® union of 
only few© state#® 

Meanwhile* Shokri Qjawatli P former President of Syria* and 
Jamil Mardaa* Prim® Minister, both ousted from office by Zaim 8 are 
in Egypt® Both m#n were long connected with th® Syrian Bapublie sad 
still command sizable support in dissident political and ®v®n military 
circles*® Aa Syrian opposition to union with Iraq grows, thsss# two 
figure# may possibly attempt to tak® advautag# of the unstable poli- 
tical, atmosphere to aesuae an active rela onca mere ia Syrian affairs* 


OESEC1 


Greek political circles have recently beeoK® issersa singly 
agitated ever the possibility that th® almost unprecedented prestige 
ubich Commander in Chief Papagos now enjoys may ssrve as a spring - 
board for th® ambitions of his friend and political morater, Spy res; 
Iferkszinie, who aspires to a dominant political role® Sine® ha wa@ 
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sustcd fro® the cabinet last April, Markasinls has taken pains 
to strengthen hie ties with influential segments of the canter ant 
sseder&ta right and to maintain his close personal relationship with 
Papagos and th© King. His recent suggestion that Papagoa he drafted 
to head the non-political "oerrlc®" government traditionally estab- 
lish ®d prior to national elections, and that the constitutional 
tenure of this government b© extended from forty-fir© days to nine 
months,, evidently represents Ms bid for political power* Although 
PapagosB hteself is a ssaa of very high principles and apparently 
without political ambitions, his string sen*© of discipline and hi® 
tendency to follow Markacinis* political advice might lead bin as‘1 
caly to accept the respensibillty of the premiership but ala© to 
Join in efforts to strengthen th® executive arsi at the expence of 
the parliament. 

fh@ selection of Papagos, now elevated, te th© exalted ra;ak 
of marshal*, will b© difficult to blocks in view of the great popu- 
larity hie military success haa given his. However, a personal 
fend between Markezinis and Populist leader Sesal&aris, as well as 
a. general fear in politics! circles of Slark®slni8 , pronounced ability 
and driving ambition, will prompt some opposition to asy aov© to 
draft Papagoe. 3L'fe« result may be the salection of a less popular 
but also X»0© controversial figure, such as th# proseat non-political 
Premier,, Diomede®. *he question of a service government will probably 
assume increasing importance during the winter „ Isaemch as the 
cleetione ay® lifcsly to b® scheduled for early next spring. 


JOHPAH 


fh® formal Incorporation of Arab Palestine late •Jordan will 
probably b® proclaimed during th© next few months. King Abdullah* $ 
natural keexmess for formal annexation hae been whetted by resorts of 
Syrlasb-Iraq! union, and h© recently made a good-will tour among his 
esibJ®cts-to**b«. For all practical adminietrativs purposes, Arab 
iVileotin® is already us much a part of Jordan as th® areas of Bales’- 
tin® occupied by the Israelis are a part of Israel, 'until aanexatioa. 
heoeoea official, however, various ant i -Ha shim it® .groups in RedLestin® 
will continue to agitate against the schema although their inability 
to work to, gather and their weakness before Jordan 8 ® Arab legion make 
local opposition a negligible factor. 'She other Arab state® now 
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appear resigned to anaessafelCB. 


MiaAiiiil 



Jordan® Armors, tioa under each cireufflstemees would 
prestige and would greatly increase fee security of t'lw Bales tinisa 
Arabs « 


AKQSmiSTJm 

Difficult relation® wife Pakista n 

‘facji Government of Pakistan la adopting a bard attitude 
toward Afghanistan* haying concluded feat say conciliatory or as- 
operative gestures ar» ineffective and are viewed as avideacc of 
weakness by fee Afghans* Pakistan's recent curtailment of freight 
rebates ©a petroleum prefects bound for Afghanistan rcay be @nly the 
first manifestation of this attitude* Bio GOP apparently intends 
to fulfill strictly all treaty obligations wife regard te fee 
passage of goods through Pakistan and otherwise to maintain a 
severely correct position in its relations wife Afghanistan* It 
is believed# however# that fe® GOP also Intends to refuse ary favors 
fee Afghan Government stay now ask of it and te discomtlaue ary c«>- 
cessions not legally required as in fee case of transportation re- 
bates* This attitude is reportedly based On fee conviction feat only 
thus can the Afghan Govormont be made Iso realize few desirability 
of moderation and collaboration with raspect to fee tribal dispute 
and other matters cf disagreaBEent ♦ 

Afghanistan’s land-locked position. Its dependence on Fakir km 
for normal trad® charnels, and fee current Afghan, financial crisis 
are such that Pakistan stay b« ablo to impose economic pressures of 
a sort to fore® Afghanistan to adopt a rore conciliatory attitude* 

A recent offer by fee Afghan Foreign Mi rioter of 'hmaonditionni ns.®®-> 
tiation" of Afghan-PaMstiaa disagreements may be evidence that aboli- 
tion of fee railway concession rates has already had a sobering; ©fleet 
upon bfca Afghans* Ho waver, as fe© Afghans have failed to define their 
. .) t. H (i rng of K unconditioaal B and as the SOP, though willing to negotiate 

an matters pertaining to fee economic development of fee tribal area. and 
an matters of internal tribal administration, will not negotiate am 
fe« statu® of fee tribal area, the offer may ttmo to nothing* ffurfeer- 
more, fe® danger exists feat am intensification of economic pressures, 
if due in part t« actions by Pakistan, may result in further intraa$i« 
toward I&kistam on fee Afghans 5 part, with increased retaliation 
'by th© Pakistanis resulting in a serious erarferilssnt of Afghanistan 5 35 
outlets through Pakistan* 
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lit© Indian subcontinent has long boon what m £$it bo termed 
th* front door bo Afghanistan* and. thus Af^tanioten’s back h&« been 
to Russia, IS t,hs Afghan* fool that th® front door ie closed;, they 
saay tarsi more and more toward the TJSSR for the flake of economic re- 
lief, accepting as a calculated risk the poswiMlity of drastic 
political development b resulting therefrom. la the meantime, a 
mwh-tteaded loan. from the Export-Import. Bank rmn. las t»smth©ris®& s 
despite the importance of that loan to Afgha»~1J3 relations. 


1TOKKD IF EMMS’ 


Amb-Xsraeli Jaal9 £^jaBi4fiCB^^A 


fho feasibility of holding direct Arab-Xsraoli pmoa tsslks 
through the medium of the Mixed Arjaietie® Ctaiesioa is under mrn» 
aideration by General Riley* who ia concerned over the laptmauwa® 
of current aissistioe torso® „ H® bo.1J.evae that da facto agreement * ®a 
a wide rang® of relatively minor subject® might wall lead to pe®a»» 
amt settlement of th© bade issue®. Moreover* there nr® ladieavloa* 
that Egypt and Jordan may ha giving oar to Israel 5 ® overtures Sox 
direct 'negotiations. Israel’s adamant stand on such mattora as 
rofs.g*®» and territorial boundaries, however, suggests that 
and Egypt would, gain little from participating ia lavaeli^eponsorea 

direct negotiations. 


Sssa&s&sUtea&L 


Saudi Arabia’s proposed $6 Billion loan to -Syria,, for 
purpose of cementing relations with “the blood brother country, v 1 
Lt be concluded. The Saudi Oewmest apparently belxeves cha%m 
bagins at horns and has dipped into the allocated fends to tm «ct«nt 
of ail lien in order t© meet its « obligation©* By itaprevi^g 

its imiaodlat© financial position to th© dstrimsat of bmm 

Arabia has as usual spent, in advene® an important ««an» of laeme, 
The S6 million., borrowed from the Bancue d© X.*l»do-vhine e was 
guaranteed by an off-shore oil rental of $2 Million per ye 6 *' ^J 58 

Stir ce of income will now be lost to Saudi Arabia until Ac end o., 

1951 . 
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Iraqi J«tr(s have been discriminated against for centuries 
feife there appears to I>» little evidence to support the Israeli ci&te 
that seao 2„ 000 Jews in Iraq hare recently been arrested or placed 
Isa concentration eassps* During the Palestine troubles,; the Iraqi 
®ov©ra&ent baa dealt harshly with certain Jewish individuals eoeussi 
Ceamunlsst ©r Zionist activity B hut in general it has «s»r i®& itself 
to protect Iraq’s Jews from mob actio- « Israel’s allegations* which 
ws& ha officially submitted to the UH in the near futures, are prsba&Xy 

which 

eosae before the TW when the Economic Survey Mission submits a pr© 
llrainasy report about 10 Vove»ber« 

Majl is e!^t.l*Sff- br ■ ' 


mentions for the new (X7I) Majlis have been marked by 
nmm scattered disorders and demonstrations against alleged gov- 
ernment interference* A contest between Saani and Shiah faction® 
esmpiefi into violence in the south* and In Tehran a small opposi- 
tionist group conducted a determined but tmeuoceesfal protest 
against "rigged elections 0 before the %wah„ H©v»rth®los® s reports 
indicate that the goveraacat is interfering 1 &m in the elections 
than ever before* Iad©®i 3 the very fact that demonstrations ay© 
being permitted suggests a certain willingness on the part of th© 
government to accept R fr«® a elections and their trappings* 



*B» first shipment of Soviet ssheat to Iran arrived in the 
northern border area at Jolfa on 20 October., acaoxviing to the 
Irr-aisa pres®* As additional chipBanta are received* the pre- 
servation. of internal security in Agerba£Jas 9 whiofc, was beginning 
to be threatened in the frontier areas by acute fond shortages# 
should bseoas less of a problem for the Iranian authorities* 
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TJH sabgemalttee alaa for Libya 


Tk® UK political imTjeossaitt#®* • plan for Libya, providing 
for ultimate independence and membership in th® 01 after a parisd 
of administration under a VS high commissioner assisted V a «nlii~ 
nation adwlsosy council 0 pleases the Arabs and appoasas the Italian® 
.British authorities in Tripoli tenia, however, have not taken kindly 
to the plaa s charging that it would make for cumbersome administra- 
tion and, expressing doubt as to Libya's readiness for independence 
£a 1952, the date specified ia the plan* Heverthelee®, this scheme 
appears to he the only compromise solution assuring oonttmmace of 
M-TJS strategic bases in Libya which is oapabla of vi using a twe*** 
thirds vote in the General Assembly « 


£l^Ma^MiJ!S^-oOy r9aai.oa Mseiag 


^h® Cfrreaaieans are having trouble establishing their new 
government because Primiler-desigiiato Path! Eeimia is missing and 
cannot b© found. It is roraored that Xefchla, a successful attorney 
in Alexandria, and his wife, who enjoys Al«tanteia‘ s social activity, 
are aot ©uttoeiastio about the somewhat dubious regards of political 
service ia Cyreaatea* 


Overcrowded conditions at the port of Bsira in No2a®ibI«p© e 
at present the most important outlet for Southern flhodeslan chrome 
required by the US stockpiling program, any b® alleviated aceemheA 
■as aschaaicel improvements projected by the Portuguese Ooremssenl 
get under Isscrsased imports into the Bhodesia together with 

wartime deterioration of facilities at Beira have limited the 
,:5.t'iiual export of chrome a Although Southern Shod® si a normally 
supplies only about 1($ (50 s 000 tens) of US chrome imports, US 
firms have contracted for 300,000 tone of tho backlog which cannot 
be moved from tho mines because of the Beira bottleneck,, Tm 
short- fees® improvements* which include mechanical ore-handliag 
facilities,) should be omnploted in eighteen months and will in- 
crease port and railway facilities to the extent naeessasy to 
n&n% minimum US strategic mt ©rials rsquir attests fron this area. 
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FAR EAST- PACIFIC 

cam 


2h® front 1 * of the loading natia&o of Asia tho 

¥est s in regard to the question of do jure reeogaifcioa of the Ctetaaiet- 
controlled People 5 © Republic as the Rational Corerajnestfc of China* «ey 
collapse before the end of this year* She Ooi&Huaists * believing tknt 
a brash; in the "tail ted front” oa the part of on© major power weald 
e&aeo the dissaelntioa of the satire structure* are ondearorirg to psr« 
eua&e certain lessor powers , and especially the ‘QK and India, that tfea&r 
interests in Chine, caimot he protected or adtranoed in the absence of 
I’® cognition. Th© US and India are Known to be nor© favorably disposed 
to granting rapid recognition than is tho US, and a conference of top 
'® officials in Southeast Asia, scheduled for nest month in Slng^ore s 
v:ill undoubtedly take v%> this question. 


India appears to have been Impressed primarily by the mtionei- 
istie motivation, rather than by the Cossisaiafc domination, of the Chines© 
revolution. Moreover, India does not regret the d&cliaa of the Rationalist 
regime, which it regards as dependent upon and subservient to tbs West. 
Although India probably will not recognise the People 8 a Republic without 
warning the US end tbs UK of it© intention, it is quite likely t© aooord 
roeogaition in spite of TIS-UK obj© otions. This may happen at ary ttos 
and is anticipated before 1950, unless the implications of seating %h a 
Chinese Cossisunisfcs on the tM Security Cornell (especially In regard to 
the Kashmir issue) should prove an overriding consideration. 



Republic has been forced into economic dependence on the USSR and hsm 
got. its fill of Soviet exploitation in the nasse of ^friendship* 8 
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Th© easy Communist occupation of Canton, has rad seed Slatisnalisfc 
control in mainland China to the soutbsreatern provinces ©f Sg@chwans. 
feeiehow, Tsaasjis ad Kwangsio Ssechwaa, China 6 s moat populous 
vine®, and it© major cities, Chungking end Chezigfcu, are the most 
inviting objective® for fch® next CoEKKiaiat offensive,. An attack on 
Ssachwan may begin within the aast two weeks and the Province 5 a asajer 
cent era probably will be in Cosaauaaist hand© by the sad of 1949. 

The high, rugged mountains swronndlng Szechwan limit possible 
ovanaea of invasion,, fg*m the north, the most suitable route for major 
troop movements is ths mountain M^sway south from Hanehsng in Shansi* 
to Swangyuaa in Szechwan, and thence to the Szechwan basin tmd the 
cities of Ghengfru and GhaagfedLng* Paws# the east, there ore two road®? 
one from the Pattmg^Eashih area of northwest Hupeh and the other from 
tho Chsngte^TuaaXiag area in Hunan. These routes Join Just inside the. 
Szochwan border and fro® there a single road lead© directly to Gbsm^d.ag« 
some 190 ailos farther west. From the south, a highway leads to Ghu®g=» 
king irm Hwelyang? capital of Kweichow* a little over 200 miles to tho 
south. At the present time, the Cosasanlsta are is position at only on© 
of these four departure points, the area of Changt® and Ifoanling is 
Hnnan. 

Fancheng Is Shensi is Hu Tsung-aaa* s present headquarters. It 
is believed that Hu ® muster no more than 20 to 25 thousand combat 
effectives despite all nationalist reports to the contrary c The moral® 
of Hu* a forces is pitifully low end his field-generalship leaves rnsch 
to be desired. The Fatung^dSashih area of Hupeh is presently defended by 
some 100*000 men. wader Sung Hai-Iien. Hominally under Fad Shoag»Iasi 8 0 
eeama&d, Snag is considered unreliable and is expected to offer no mm 
than M fac®”*asiving tt resistance at best. 

. Within the boundaries of Szechwan, there are 5? eats 35,000 
Sstlonaliet troops as well as an uadste rained amber of indifferent 
provincial levies, together with small forces who ewe allegiance to none 
but their individual warlord coKmeadars « Against the so troops tho Cojs- 
awAste asm throw the 150,000 men of Feng Teb-fcaal's First Field Army 3 
as wall as elements fro® the eotsnan&a of Liu. Po-chsng md Lin Fia®, 
totalling acre than, that number* Ties© are first- class forces, capable 
of overruimiag the defenses of the province in short order and the actual 
launching of the Communist attack presumably awaits the redisposition of 
ths s ® troops* This ra&lsposltion, while uoreperted e,s yet, is probably 
already well under way® 
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Although the Preach last weak mouatsd an attack os the V£©t= 
najaesa resistance stronghold of Ylnh, an important ams-ssssgglisg 
p?rt .possession. of which h &3 been unchallenged for nearly three j®a,ra 9 
official cotwftmiquos offer little hope that the over-all French 
sailitars' position will be improved in the near future . Arrival of 
some ten tii-,-’ sand reinforcements from Franca and North Africa during 
the past several months (bringing troop strength in Indochina, up to 
approximately 130 (, 000 'i has not reversed the steady deterioration of 
the French position in t&r&c out of four major fighting areas. Only 
in the Hanoi area has there been any improvement „ 

Indicative of a growing desperation on the part of the French 
command is the willingness to take military measures prejudicial, both 
to the Immediate and to the long-run well-being of the Indochinese 
economy*. Fruit trees and coconut palms bordering on military routes 
have been cut down in large numbers for reasons of military eecurl ty D 
Bailroad workshops and rolling stock in resistance areas have been 
destroyed,, Nearly a thousand Junks and sampans plying the river net- 
work of Cochinchina were sunk in recent operations » thus aggravating 
a shortage of rice in Saigon# already made severe by a resistance 
blockade of the major producing area to the west* Eice exports for 
the first half of 1949# as a result, were about 8 $ of prewar, 

Resistance capabilities, on the other hand, appear to be im- 
proving. French High Commissioner Pigaon has stated that Vietnamese 
military operations have pa* sod beyond the guerrilla stage and that a 
^real war 11 is now under way in Tonkin. The southern advance of the 
Chinese Communists is expected to permit a flow of arms from China Into. 
Vietnamese resistance areas, thus imposing a further strain on French 
resources in order to counter such increasing pressure. During the 
three year period ending in 1943, French military expenditures in Indo- 
china totalled more than 430 million dollars CCS) „ It is estimated 
that operations for 1949 will require an Increase of 60$ over the 
previous yearns expenditures, The time appears to be approaching 
rapidly when the French will be faced with the choice of granting full 
scvereigftty to Vietnam, or accepting the consequences of a costly 
military disaster. 
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Chargee of violation of the hitherto reasoi&hly successful 
lathe rlaa&s-RepubX iean seaee-fire agrCeisenfc have increased to the 
point whore current negotiations at the Round Table Conference at 
Tfe© Haga© may well be endangered. Although no attacks have been 
sanctioned by either aid©, several anaed clashes and a deterioration 
of official relationships, have resulted in rising tension during 
recent weeks until, at present, widespread fighting is threatened 
throughout Hast Jays. 

Bftoont Butch complaints that their military positions are 
being undermined by the H Infiltration” of Republican forces in aecox*- 
danco with a well-defined plan have brought Republican replied that 
the alleged infiltration process is nothing mors than the emergence 
of tsaderground units already present in the areas concerned. Batch 
charges that Republican-sponsored "shadow administrations" are forcibly 
replacing Butch-established civil governments in certain rural localities 
are countered by Republican ©animations similar to those offered for 
their infiltration tactics. The Butch have claimed, further, that the 
Republican Army is being infiltrated by great numbers of extremists* 
who hold m allegiance to the Sukarno government and will be in a 
position to overthrow the Republic as soon m Butch sovereignty is 
relinouishad. The Republicans soy that this peril is greatly 
ger&ted. The Republicans maintain that, according to the truce agree- 
ment a, the Army was to be supplied with food and clothing by the Butch 
during the truce and that this has act been donei Republican spokesman 
out the blame for increasing Impatience end looting in their army on 
this lack of food and clothing. The Butch deny such an under standing, 
although admitting a recent informal agreement to aid certain units in 
West Java, However, they, say that logistics problems have delayed the 
fulfillment of this promise. 

Recently, perhaps as a result of uneasiness both ever their 
exposed positions and . the general deterioration of relations, the Batch 
on several occasions have surrounded and disarmed small guerrilla bands. 

The Republicans, in turn, have retaliated by ambushing a uuasber of 
Butch patrols. Instead of settlement of such incidents on the level 
of local military command, they arc being vigorously argued at high 
government levels . This waok, the Republican Minister of Befonaa pub- 
licly accused the Butch of legalistic "unreaooaableness® and stated that, 
as the result, "a rapidly deteriorating situation" wa® developing which 
could result in open warfare thrughoui Java and Sumatra. The- Bet oh 
countered the Befease Minister 8 a charge by stating that such public 
criticism, in itself, was a violation of tn® tree® agreement. Meanwhile, 
taneion in Indonesia is mounting to the point where & single serious armed 
clash might well lead to a general conflict. Should such hostilities commence 
any successful termination of the Eagu© Conference would be higpily improbable 
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fiolence threatens the Philippines as the bl % terly~cont estod 
presidential campaign enters lie final three weeks. Sporadic gunplay 
has already been reported at widely separated paints— -the latest inci- 
dent being the murder of a provincial campaign amager for the minority 
lactionalistas on 16 October, Earlier, a minority poll inspector iros 
killed and four other recent killings have been attributed to political 
strife. 


A high Haeioaalista has stated that his party is organising 
combat units, composed of men "not afraid to die. R to prevent election 
frauds and counteract anticipated terrorism by Quiriao 8 © Liberal Party 
and the Government Constabulary during the 8 STovember election, Boon 
returning from a campaign tour last week* SaclonaXista candidate Laurel 
charged rt there are definite indications of fraud and terrorism in the 
pro vincas J800 B&yoad the ballot* thus paralysed and violated, what 
other recourse Is there for the people but recourse of srs9? B 

She Government is aware of the dangers of election disturbances 
by all factions, including the Communists, and is apparently making 
serious efforts to control the situation. Manila police have conducted 
raids in the capital city to uncover (subversive activities and- the Con- 
stabulary has once again launched an mti-Eok drive la central Lueoa to 
0 el ear the ground** for the coming election, nevertheless, outbreak© 
of lawlessness are expected throughout the Republic on 8 Hov ember. 
Illicit firearms are plentiful and the strong sentiments connected with 
the election contest mete sporadic incidents of Violence a certainty, 

** Irregularities" at the polls, including “termites in the ballot boxes,” 
will furnish supporters of all political factions with ample excuse for 
disturbances, The Government® s law-enforcing agencies, however, are 
deemed capable of keeping the situation under control. 
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NOTED n B E I j? ? 


Senator Smith (E. , Hew Jersey) arrived on Taiwan on 16 October 
in General MacArthor 1 s personal plane. Senator Smith "exchanged 
personal views" with Chi sag Kai-shek in n two-fconr meeting. General 
Ohennanlt arrived from Hong Kong on the same dsy « A nationalist 
station* calling itself "The 7o3.ee of Pree China,* has began broad® 
casting from Taiwan. 

She Nationalists lost their last two major ports on the Chi® 
neso mainland when the Comnnnlsts walked into Canton and Amoy on 
15 and 17 October, These ports, the only ones of any slse remaining 
in Nationalist hands, were abandoned without a fight, 

Shanghai suffered its heaviest air attack to date on 15 October, 
The bombing was described as "inaccurate* and "indiscriminate. * A 
Li Tsuag-Jea emissary has reported that Pal Chuhg-hsl suffered "heavy 
losses" when he was forced by the "Generalissimo “s treachery" to 
fight his way out of Heagjrang* 




Tne Australian Ugh Court has upheld the conviction of the 

Australlaa Gomnsnnist Party, Laurence Sharpy, 
Sharkay»s conviction, which carried a three-ywa? orison 

$S£J i Ul f ad ,f r !“*u statemcat raa* 1 ® lmt in which, among other 

suing* , iwpliod that Australian workers should support Soviet 
forces in the event of a USSB invasion. On the Crown* s contention 
that such words expressed an intent to incite disaffection, Sharkey 
was convicted last June by a lower court, but sentence was withheld 

p 2 n ft D5 r. aa ap?eo3, to t ' a ® ®.eh Court against the constitutionality 
of the Crises Act —the statute under which he was charged. 
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HTIS A H X E I 0 A 

COLOMBIA 



The Liberal Party will probably try to gala control of the 
Colombian Workers* Confederation (CTO), a GTAl affiliate , at the 
confederation^ tenth national congress meeting 28 Octol»r in Bogota, 
Although the Communist membership of the confederation is extremely 
small, that party has, to date, succeeded In dominating this organiza- 
tion mainly through its greater eoheelvenees and skill in parliamentary 
procedure, The Communists have been aided in this also by the fact 
that fchs Liberals era singularly lacking in good labor leaders , and 
that at least some of the left-wing Liberals h&ve supported the Com- 
munists in the confederation, low, however, in view of the growing 
iinti-Coanmist feeling in Colombia, continued Communist domination of 
the Liberal-backed confederation is a serious political handicap to 
the Liberals in the coming presidential election. The Liberal Party 
recently made Its first official anti-Ccaasnmiat pronouncement sad 
caused no split in the party. It Is therefore In a good position to 
make a greater effort than ever before to dislodge the Communists 
from all directive posts in the coafederatiofc, and has a fair chance 
of success. 


AMEUl’ISA 


Contrary to the favorable Indications of a few weeks ago, it 
not; appears that apprehension for the future is leading the Peron 
administration to resort more extensively to anti -democratic methods 
then previously seamed probable. This apprehension has led to recent 
politically defensive measures contrary to the spirt of democracy® 
such as a "gag law" providing imprisonment for offenders against the 
dignity of public officials and & regulation which makes the formation 
or continuance of political parties subject to the discretion of the 
Pe ron-dom ins. ted federal Judiciary, further, the Government has in- 
creased Its surveillance of disaffected elements in the military es- 
tablishment as well as in labor unions i baa strengthened the Cas?a 
Eosada Secret Police and the Federal Police; and ha® appointed extreme 
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nationalists to some key goremsnsnt posta^-evldently as an attempt 
so -appease the right-wing arry faction.. It is significant also 
that the Government has deliberately tried to conceal the seriousness 
nf its economic problems frora the public * 

Underlying this uneasy situation are the persistence of swaiad- 
justsents in the Argentine economy end the adniais tration" o fear that 
economic reform cannot be Implemented in time to avert labor disorder 
and a possible ri^itist subversive reaction* Although ispox'taxrt 
measures toward a asunder aconoaic policy continue to be pushed by 
the Goveraaeat-^not&bly efforts to expand trade » particularly with 
the US, and a shift in emphasis from Industrialisation to agri cultural 
developmental-inflationary pressures persist, and labor is expected to 
become increasingly demanding* Moreover, the Government 3 a steadily 
diminishing financial resources restrict its ability to continue to 
spend, as it has in the past, large subs for special labor benefits* 

The only alternative to repudiation of these benefits appears to be 
monetary expansion which would stimulate the wago-prlco spiral,, ■* ia&lly t - 
the administration continues to be plagued with the difficult problem 
of restoring Argentine production costs on many items to into rant tonally 
competitive levels* 

It is believed that the success or failure of tb® Peroa Govern-* 
mentis efforts toward economic reform during the next six months 
will be the critical factor in the Government 1 ' s stability and that 
the Government will continue to resort to such undemocratic measures 
as it may consider necessary to defend Its domestic position* 


PARAGUAY 

J^rgix , phl,e f^,ojL 

The unrest which has been chronic In Paraguay since 19A? now 
centers , •.round Army Chief of Staff Diaz de Ylvar, whose opponents are 
attempting to remove hira from office. Lines for a showdown have not 
been drawn as yet, but Major General Caballero Alvaros appears to be 
the principal aspirant for the job* Although Lias de V’ivar has in- 
creased -his strength within the array during recent months, a combina- 
tion of Ms rivals possibly could shift him from his position t£ suf- 
ficient support were received from the civilian government* As tbs 
Chaves Government would be strengthened by the removal of a too-indepea- 
dent army leader and potential strong mem —as Dias do V’ivar appears to 
be— it might very well offer this support to his rivals* 
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The Chinese Nationalist Government has not indicated whether 
it will take action against either the 115 labrandtsen Line Teasel 
scheduled to depart from Shanghai shortly or another vessel of the 
same line which will scon leave Song Kong with cargo cons igne A to 
this Communist port. Release of two other Isbrandtsen ships which 
were detained recently on leaving Shanghai was apparently effected 
as a result of special circumstances* such as the presence of 
Korean refugees and cargo consigned to the US Array, which will not 
necessarily apply to future fcojv entente of vessels in and out of th© 
port „ The Chinese Nationalists, therefore, do not seem corns! t ted 
to refrain from interference with further shipping activity outside 
the harbor* 

If the Nationalists consider it expedient to interfere further 
with the Isbrandtsen traffic, they appear to have a strong legalistic 
argument for the "closter© 0 B this position would be strengthened,, 
furthermore, by the surreptitious entrance into Shanghai of the 
Isbrandtsen vessel now in that port, after it had been intercepted 
and “advised* not to enter. Contributing to such a Nationalist 
decision might he the fact that the US Government did not! (l) spa* 
ci fie ally request release of the two detained vessels { (z) tako the 
position that their detention was illegal; or {3} indicate that it 
would oppose further Chinese navel interception of vessels which defy 
Nationalist Instructions. In view of the rapid deterioration of the 
Nationalist Government 5 s position, however, it seems probable that 
the question of further action against shipping to and from Shan^i&i 
will actually be deei&M by the capabilities and willingness of 
Nationalist naval units, even If the foreign policy of the Canton 
Government re c wires aa aggressive enforcement of the “blockade t ,° 


JSB&SSXE 


Continuation of Egyptian restrictions to prevent movements of 
petroleum through the Suez Canal consigned to the Haifa refinery may 
3\Tbst«mtially affect the long-range petroleum logistic situation in 
the Eastern Mediterranenan. If these restrictions and the present 
obstructions to the supply of Haifa by pipeline are of long duration* 
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the US, UK, and Western European powers will be obliged to consider 
their consequences in any strategic planning with respect to the 
supply and distribution of petroleum in that area* 

The sensitiveness of E^ypt vis-a-vis the other Arab States 
mates resolution of the question difficult for the Egyptian Govern” 
Meat* British effort© to obtain Egyptian consent to the passage of 
Haifa-bound tasters have thus far been unsuccessful. The UK, cor©” 
over, is apparently unwilling to force the issue at this time, 
despite US willingness to approach the Egyptian foreign Office in 
support of the UK position that the Arab-Isrseli armistice eliminates 
the tsyptian justification for the embargo * 


Yugoslavia 

The recent US-UK agreement to exempt Yugoslavia from export 
restrictions on aviation ecuipinent imposed on the Satellite states, 
and to approve limited air transport agreements with that country, 
will be noted by the aviation industries of Western Europe* The 
Yugoslavia airline, JAT, expects soon to initiate scheduled services 
to the principal western centers and to this end is desirous of 
modernising its civil air fleet. It is evident that there will b® 
keen competition in the western aviation market to satisfy the require- 
ments of this new customer* 


25X6 


The Butch are prepared to sell DC-3 transports and undertake the 
major overhauling of JAT aircraft on a contract basis. The French, 
likewise, are eager to conclude a deal involving ^00~500 million franc* 
for the sale of ten Jet trainers sc nipped with French-made Bolls Boyce 
Bfene engines, end believe that this would pave the way for Yugoslav 
purchase of the new French Medin a? ^^hasport, Bret ague, which is desig ned 
to compete with the US Coarair* 

in eons©- 

queue©, Yugoslavia will be in a position to shop around for th© beet 
that Western Europe has to offer in the expansion of its international 
services® 
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